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NEW SECTION
 
 WAC 296-15-123  Financial watch.  (1) What is financial 
watch?  Financial watch occurs when the department has concerns 
regarding a self-insured employer's ability to promptly provide 
benefits to its injured workers based on an analysis of the 
audited financial statements provided by that employer. 
 The purpose of financial watch is two-fold: 
 (a) It serves to alert the employer that the department is 
concerned with its ability to provide benefits to its injured 
workers; and 
 (b) It enforces the due diligence that the department must 
exercise in preserving the financial integrity of each self-
insurer. 
 (2) What factors can lead to a firm being placed on 
financial watch?  Contributing factors that can lead to a firm 
being placed on financial watch are negative changes in the 
following ratios and trends: 
 (a) Net losses; 
 (b) Ratio of debt to equity; 
 (c) Liquidity ratios; 
 (d) Ratios of debt and equity to total assets; 
 (e) Ratio of net income to revenue; 
 (f) Trends in earnings; 
 (g) Trends in liquidity; 
 (h) Trends in levels of debt; 
 (i) Ratio of tangible net worth to levels of debt. 
 To assess an employer's ability to promptly provide any and 
all required benefits to its injured workers, the department 
will utilize these and other analytical ratios.  The department 
may also utilize industry standards and other relevant 
information in its analysis. 
 (3) What are the consequences of being placed on financial 
watch?  At the department's discretion, the surety requirement 
for a firm being placed on financial watch may be increased by 
up to twenty-five percent.  No reduction in surety will be 
allowed while an employer is on financial watch. 
 (4) How long can a firm remain on financial watch?  The 
status of a firm on financial watch will be re-evaluated 
annually upon receipt of its audited financial statements.  The 
department may request interim financial information in addition 
to the annual audited financial statement. 
 If significant improvement is not demonstrated to the 
department's satisfaction after three years of being placed on 



[ 2 ] OTS-8525.1 

financial watch, the department may undertake action to withdraw 
the self-insurance certification of that employer. 

 
NEW SECTION
 
 WAC 296-15-125  Default by a self-insurer.  (1) What is a 
default?  A default occurs when a self-insured employer no 
longer provides benefits to its injured workers in accordance 
with Title 51 of the Revised Code of Washington.  A default can 
be a voluntary action of the self-insured employer, or an action 
brought on by the employer's inability to pay the obligation. 
 (2) What happens when the department first learns a self-
insured employer has defaulted on its obligation?  The 
department first corresponds with the self-insured employer to 
determine if the self-insurer will resume the provision of 
benefits.  If the self-insurer does not respond to the 
department and resume the provision of benefits within ten days, 
the self-insured employer is determined to have defaulted. 
 (3) What happens when the department confirms that a self-
insurer has defaulted on its obligation?  There are two actions 
that the department takes when a default by a self-insured 
employer is confirmed: 
 (a) First, the department assumes jurisdiction of the 
claims of the defaulting self-insurer and begins to provide 
benefits to those injured workers. 
 (b) Second, the department makes demand upon the surety 
provided by that self-insurer for the full amount of the surety.  
The proceeds of the surety are deposited with the department and 
accrue interest, which will be used to supplement the surety in 
providing benefits to those injured workers. 
 (4) What happens to a self-insured employer's certification 
when it defaults?  The employer surrenders its self-insurance 
certification when it defaults.  Any remaining employment in the 
state would need industrial insurance coverage through the state 
fund effective with the default by the employer. 


